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Introduction
Corruption is a widespread phenomenon in particular among developing countries. According to the former World Bank president J.D. Wolfensohn "we need to deal with the cancer of corruption" [Wolfensohn (2005) , p. 50] in order to achieve growth and to reduce poverty. This view is strongly supported by the empirical and theoretical literature [see, e.g. Mauro (1995) and Acemoglu and Verdier (1998) ].
The natural question that arises from this diagnosis is the question of the most effective therapy.
Potentially effective instruments are democratic elections and press freedom. Several empirical studies find a significant and robust relationship between both means and the level of corruption [see e.g. Treisman (2000) , Chowdhury (2004) , Brunetti and Weder (2003) ]. However, recent studies on the causes of corruption have demonstrated that the estimation of unconditional effects may lead to misleading policy conclusions, since the corruption alleviating effect of single corruption determinants may depend on others [see Saha et al. (2009) and Lessmann and Markwardt (2010) ]. We argue based on the theoretical literature that both instruments -democratic elections and press freedom -are complements rather than substitutes in reducing corruption. On the one hand, without a free press, the voters do not have unbiased information on corrupt activities by politicians and bureaucrats, therefore the accountability enhancing effect of democratic elections is questionable. On the other hand, just having a free press is also not a sufficient instrument in controlling corruption as people need free elections in order to punish revealed corrupt behavior.
Therefore, the major contribution of our paper is to analyze the joint impact of democracy and press freedom on corruption.
Since the effect of press freedom and democracy on corruption should depend on each other, we use an interaction model which is able to estimate those conditional effects. Our dataset considers a cross-section of 170 countries for which we take period averages from 2005 to 2010. To make our results comparable to existing studies in the field, we also consider a panel of 175 countries covering the period from 1996 to 2010. We find that democracy and press freedom are indeed complements in reducing corruption in support of our main hypothesis. In particular, democracymeasured by the Vanhanen index -can make things worse without a sufficiently high degree of press freedom. Our policy conclusion is straightforward: democratic reforms should be accompanied by a liberalization of the press. Otherwise, the effectiveness of reforms will be reduced significantly.
The reminder of the paper is organized as follows: Section 2 initiates in the theoretical literature on this topic and derives our hypothesis. Section 3 reviews the empirical literature, which has, importantly, not studied the interaction effects of democracy and press freedom yet. Section 4 presents our empirical analysis. Section 5 sums up and concludes.
The Theoretical Link between Corruption, Democracy and Freedom of the Press
Concerning the relationship between corruption, democracy, and freedom of the press, we discuss three basic models thereby highlighting the interaction between democracy and press freedom in the respective frameworks. These are the principal-agent model used by Susan Rose-Ackerman (1978) , the rent-seeking model by Persson and Tabellini (2002) , and the industrial organization approach of Shleifer and Vishny (1993) .
In one of the first formal approaches that explains political corruption, Rose-Ackerman (1978) models asymmetric information between the voters (principal) and legislators (agent). The majority voting rule determines the election of legislators and policies. The principals cannot influence the policy outcome directly, since passing the laws depends on majority vote. Therefore, voters elect the legislator to whom they have the maximum accordance with. We are particularly interested in the role of a free press in this model, which is implicitly considered by the degree of asymmetry in information. We interpret a situation with symmetric information -where the legislators (or the media) publish their positions on the policy issues in their campaign -as a situation of a high degree of press freedom. In the case of asymmetric information the positions are not predetermined, and consequently, the detection of corruption is not as easy as in the symmetric case. With symmetric information, the potential representative will announce his position on every relevant policy issue in his campaign. In order to be re-elected, a legislator has to decide according to his or her promises. Corruption appears in Rose-Ackerman's principal-agent model in form of bribes paid by interest groups. If the value of the bribe is bigger than the expected utility of a further legislation term, the incumbent will act in favor of the interest group and take the bribe.
Therefore, a trade-off emerges between re-election and the bribe. A free press ensures that voters know the legislator's position on every issue. That means that they can punish corrupt legislators by not re-electing them, if they change their positions. Consequently, only the combination of press freedom and democracy allows for detection and punishment of corruption.
But what happens in a situation with asymmetric information? The problem of asymmetric information arises, since legislators have to decide on new topics that have not been part of the campaign. Therefore, the voting behavior of legislators is not (completely) known to the voters before they elect their representatives. We argue that this case is comparable to a situation with a low degree of press freedom, where unbiased information on the intentions of politicians is not publicly available. As a consequence, the detection of corrupt incumbents is more difficult.
Besides this, the politicians can buy votes to increase the possibility of their re-election worsening the scope for accepting bribes. What becomes clear is that press freedom is essential to detect corrupt incumbents, and democracy is essential to vote corrupt incumbents out of office. Neither press freedom, nor democracy will be able to solve the problem of corruption on their own in this framework.
The rent-seeking model of Persson and Tabellini (2002) leads to quite similar results. In this approach corruption occurs as the acquisition of additional rents from the transformation of private into public goods by the government. The size of corrupt activities can be measured by comparing the expenditures for public goods and their real production costs. The amount of public goods provided is influenced by (1) the costs of transforming private goods into public goods, (2) the reservation utility, that is set by the voters, and (3) the transaction costs, that arise when politicians adopt extra rents. If the transformation costs are known to both actors, we can assume symmetric information, which we interpret as a situation that is established by a high degree of press freedom.
Voters will re-elect the incumbent, if they received their reservation utility, which depends on the amount of public goods. The government's trade-off occurs between extracting resources (rents) from the transformation process from private into public goods on the one hand, and the value of holding the office on the other. When the rent outstrips the present value of holding office, the government will act corrupt. Importantly, the voters can influence rent extraction by setting their reservation utility. If transformation costs are transparent, the reservation utility is set in an optimal way decreasing the rents extracted by the incumbent. The incumbent decides about satisfying the voter's reservation utility or not. This depends on the his trade-off between holding office and extracting the maximum rent. The voters therefore set their optimal reservation utility by taking the trade-off into account. This minimizes the level of rents, which is equivalent to a situation with a lower level of corruption. To sum it up, symmetric information (press freedom) lowers the level of rents (corruption). Persson and Tabellini (2002) describe in their extended model the problems that appear when the transaction costs are not known to the voters (asymmetric information). We interpret this scenario as a situation with a low degree of press freedom. In this case, voters have less influence on the policy outcome and incumbents are able to extract higher rents. In the case of asymmetric information the incumbent only satisfies the reservation utility if the real transformation costs are low. Then incumbents provide the amount of public goods requested by the voters and deduct the remaining money. But if transformation costs are high, the satisfaction of the reservation utility is too expensive, therefore the incumbent chooses to take the rent at the costs of loosing office.
Similarly to the framework of Rose-Ackerman, the possibility of voting corrupt politicians out of office (democracy) is alone not sufficient to lower the level of corruption. In addition, freedom of the press is necessary to create transparency on the size of possible rent extraction and to detect corrupt behavior. Shleifer and Vishny (1993) study the economics of corruption in an industrial organization approach. In their basic model a monopolistic bureaucrat offers a publicly provided private good and maximizes his monopoly rent. We interpret this case as a situation of autocracy, where only one decision maker is in charge. In contrast, a democracy has often a more complex government structure, therefore more than just one decision maker optimize independently from each other.
In the Shleifer-Vishny framework, the decentralized decision making leads to higher corruption, since the single bureaucrats do not take the negative externality of their monopoly prices on other bureaucrats into account (double marginalization). However, if transparency comes into playsay by a free press -then competition between the bureaucrats emerges decreasing the sum of bribes paid. In this interpretation of the model, democracy can make things even worse, since the sum of bribes is higher compared to an autocracy. Importantly, press freedom stimulates competition between bureaucrats decreasing corruption below the initial autocracy level. Of course, this simple interpretation of the model abstracts from the fact that democracy is also an instrument to throw corrupt officials out of office, which counteracts the negative effects coming from double marginalization, therefore the net effect from democratization on corruption is ambiguous.
To sum up the theoretical models states three hypotheses: (1) democracy can control corruption, since it facilitates the punishment of corrupt activities, (2) press freedom can control corruption through decreasing information asymmetries, and (3) press freedom makes democracy a more effective instrument, vice versa. Importantly, the third hypothesis has not been studied yet, as the review of the empirical literature in the following section shows. The aim of this paper is to fill this gap by studying the interaction of democracy and press freedom.
Related Empirical Literature
Based on the theoretical literature discussed above, there are a number of empirical studies testing the impact of freedom of the press and democracy on corruption separately. We first discuss existing studies on the relationship between democracy and corruption, and second we present studies on corruption and press freedom.
Democracy and Corruption
Treisman (2000) examines different determinants of corruption. The author mainly uses the measure of perceived corruption by Transparency International, and the index by the organization Business International for robustness analysis. By evaluating the existing literature on the causes of corruption, Treisman (2000) hypothesizes that corruption will be lower in democratic countries and in countries with a higher level of freedom of the press. In a cross-section of up to 85 countries in the period of 1996 to 1998 Treisman (2000) finds that not the pure fact that a country is democratic or not is relevant for the corruption level, but the durability is crucial: only if a country is a democracy for at least 40 years the level of corruption is significantly lower. 1 Press freedom has not been considered in the empirical model, although Treisman (2000) puts forward the hypothesis that corruption will be lower in countries with a freer press. The results of Treisman (2000) concerning the relationship between democracy and corruption are confirmed in an updated study [see Treisman (2007) ].
With data on 66 countries over the period from 1980 to 1983 from the Business International dataset and data on 51 countries over the period from 1988 to 1992 from the Transparency International dataset, Montinola and Jackman (2002) underline the findings of the theoretical models of the previous chapter. The implementation of democracy per se does not lead to lower corruption levels, but democracy counteracts corruption if political competition exceeds a certain threshold. Montinola and Jackman (2002) accentuate that without the reduction of the power of politics, corruption in countries with an intermediate level of democracy is higher than in less democratic countries. As democracy measure serves a measure of liberal democracy by Bollen (1993) . It is calculated by the mean of (1) the freedom of group opposition (see Banks (1979) ), (2) political rights (see Gastil (1988) ), and (3) effectiveness/ elective legislative body (see Banks (1979) ).
In his study of the determinants of corruption, Paldam (2002) Rock (2009) 
Freedom of the Press and Corruption
To our knowledge, the first cross-country study on press freedom and corruption is Ahrend (2002) .
Based on a panel regression on about 130 countries covering the period from 1984 to 1995, Ahrend (2002) identifies two channels through which press freedom influences corruption: (1) low levels of monitoring capacities directly lead to higher levels of corruption, and (2) higher education leads to lower corruption levels when press freedom is low. The corruption index is taken from the International Country Risk Guide, and the degree of press freedom provides Freedom House. Brunetti and Weder (2003) study a cross section of 125 countries using the same data sources as
Ahrend (2002) 3 . Two features are different to other studies in the field, which we will also apply in our analysis: (1) the authors compose the average of the corruption measure from 1994 to 1998 to avoid the influence of shocks, and (2) they run instrumental variable regressions in order to reduce a potential endogeneity bias. Brunetti and Weder (2003) find a robust and significant negative effect of press freedom on corruption. of the press freedom index into laws and regulations, political, and economic influences allows them to filter out the crucial restrictions to the media that lead to higher corruption levels. Especially economic and political influence on the media significantly lead to higher levels of corruption.
The first empirical study that aims to bring together democracy and press freedom is Chowdhury freedom and economic freedom, finding that press freedom is only a suitable instrument to control corruption, if it is accompanied by a high degree of economic freedom. Lessmann and Markwardt (2010) study the effect of decentralization on corruption, which depends on the monitoring possibilities of bureaucrats (as reflected by the degree of press freedom). However, both studies do not consider the level of democracy.
Interestingly, the theoretical as well as the empirical literature is aware of a possible joint effect of democracy and freedom of the press on corruption. But none of the existing empirical studies has modeled this relationship satisfactorily. As the theoretical literature clearly emphasizes the interdependency of press freedom and democracy, both variables have to be interacted in a regression analysis. This is the aim of the next section.
Empirical analysis
Following we study the joint effect of press freedom and democracy on corruption. Before we present the estimation results, we first discuss the data and measurement issues, which is particularly important as we focus on institutional features that are difficult to measure.
Data
In the body of the paper we refer to the commonly used Corruption Perception Index ( Oman, Qatar, China) to 100, with 100 meaning perfect democracy. In our sample Denmark is the most democratic country with a value of 44.433 followed by Belgium, the Netherlands and Iceland.
The conditioning variable in our analysis is the degree of press freedom (PRESS ) which is provided by Freedom House. 7 The index classifies countries into three groups: free (0-30 index points), partly free (31-60 index points), and not free media (61-100 index points). We recode this variable by subtracting the country's press freedom value by 100 to make the interpretation of regression coefficients easier. Similarly to the CPI the score of the press freedom index is based on expert assessments. The researchers from Freedom House examine the press freedom by replying to 23 methodology questions and 109 indicators on the equally weighted categories legal, political, and economic environment. According to Freedom Houses' index Turkmenistan (4.167), Uzbekistan (8.000), and Belarus (9.333) have less press freedom and Finland (90.500), Iceland (90.333), and Norway (89.667) the highest level.
To avoid an omitted variables bias, we estimate our empirical model with various control variables.
A summary statistic of our main variables is given in Table 1 .
The most important control variable is the logarithm of the GDP per capita (GDP P C) which serves as a proxy for a country's development level [see e.g. Serra (2006) and Chowdhury (2004) ].
The coefficient of the logarithm of the GDP p.c. is negative almost significant in every specification:
high developed countries are less corrupt than lower developed countries [see also Mauro (1995) ].
Serra (2006) (2010)]. The estimate of the unobserved political instability ranges from -2.5 (lowest stability) to 2.5 (highest stability). We expect a positive sign as political instability leads to higher levels of corruption.
La Porta et al. (1999) argue that Muslim and Catholic countries are more intervening than Protestant countries, therefore we control for the share of protestant people (P ROT EST AN T ). Protestant countries are supposed to be less corrupt because they are less hierarchical. A historical control variable is the colonial heritage. Treisman (2000) finds that countries with a British colonial heritage are less corrupt than others, therefore we also consider a respective colonial dummy (BRIT COL) as control. This might be due to less abuse of authority or superior administration of 8 See Kaufmann, Kraay and Mastruzzi (2010) for more information.
justice in countries with a common law legal system (COM LAW ) for which we control separately.
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Ali and Isse (2003) use the secondary school enrollment rate as a proxy for the level of education.
The coefficient is negative and significant meaning higher levels of education lead to lower perceived corruption. The authors argue that higher levels of education are associated with more awareness of the public for their rights as well as more nationalism, pride, and civic duty, leading to lower levels of corruption. We therefore consider the gross enrollment ratio in secondary education in 2010 (EDU ) as additional control.
Ethnic fractionalization is a measure of a country's ethnic diversity and commonly use as control variable in corruption studies. For example, Ali and Isse (2003) hypothesize that more fractionalized countries are more corrupt, since bureaucrats act in favor of people of the same ethnic group.
We therefore control for ethnic fractionalization using the degree of ethnolinguistic fractionalization (ET HN O) by Alesina et al. (2003) .
Furthermore, we include the government size (GOV CON S) measured by the general government final consumption expenditures (in % of GDP) from the World Development Indicators in 2010. La Porta et al. (1999) find that countries with a bigger government are less corrupt, since government size reflects a greater law enforcement machinery and greater checks and balances (see also Goel and Nelson (2010) ).
Following Treisman (2000) we control for the structure of the government by including a dummy variable for federal countries (F EDERAL). 10 The effect of decentralization is ambiguous, since it might involve double marginalization problems as discussed by Shleifer and Vishny (1993) , but it potentially increases inter-jurisdictional competition as discussed by Fisman and Gatti (2002) .
Finally we control for geographical influences using the share of urban population (U RBAN ) and the land area (LAN D) as suggested by Goel and Nelson (2010) . We expect that a higher degree of urban population as well as countries with more disperse population lead to lower levels of corruption. In countries with a high geographically concentrated population and low geographical expanse the detection of corrupt behavior is easier as monitoring corrupt bureaucrats is more simple.
Empirical model
Our empirical approach starts with a baseline model, which we subsequently check for robustness against additional control variables, a potential endogeneity bias, and alternative measurement of key variables. We will start with the most common determinants of corruption [see e.g. Treisman control variables that also have been shown in the literature to determine the level of corruption significantly. We also consider possible endogeneity of democracy and press freedom, and we test whether our main results hold for a panel of countries. Note that there is very few variation of corruption over the short period of time where corruption measures are available, therefore these results have to be interpreted with caution. Recalibration, differing sources and their weights in the aggregate index, as well as methodological changes, reinforce these difficulties [see Treisman (2007) ]. Therefore, we believe that the cross-country approach is better suited for our purpose, but we want our results to be comparable to other studies in the field which focus on panel data. 
Hence, we model country i 's level of corruption (CP I i ) as a function of k exogenous control variables (CON T ROLS i ), the index of democracy (DEM O i ), the degree of press freedom (P RESS i ), their interaction (DEM O i x P RESS i ), and an error term ( i ). γ 1 , γ 2 and γ 3 are the coefficients of the main variables of interest.
Equation (1) is estimated using ordinary least squares (OLS). Note that we can interpret the coefficients and their significance of the single linear terms easily, since the coefficients are similar to marginal effects. But the interpretation of the results of our interaction term as well as its components is more difficult. We are not particularly interested in the individual statistical significance of either of these terms. Instead, we want to know their joint significance or, more precisely, the marginal effect of democracy on corruption. The marginal effect can be calculated as follows:
Thus, our interaction model asserts that the effect of democracy on corruption depends on the value of the conditioning variable press freedom. We want to stress that this is the exact empirical representation of the theoretical reasoning in section 2, which has shown that the impact of democracy on corruption should depend on the degree of press freedom. Table 2 reports OLS results. We integrate the logarithm of the GDP per capita (GDPPC ) as control variable in every regression because of its high explanatory contribution. Corresponding to the results of Serra (2006) we also control for political instability (STABILITY ), and a country's colonial heritage (BRITCOL). To ensure that our regression results are not biased by omitting important variables, we control sequentially for the share of protestants (PROTESTANT ), the gross enrollment ratio in secondary education (EDU ), the ethnic fractionalization (ETHNO), the government size (GOVCONS ), the common law system (COMLAW ), decision decentralization (FEDERAL), the percentage of urban population (URBAN ), and the land area (LAND). In all specifications, the coefficient of the democracy variable has a negative sign and is statistically significant at conventional confidence level. Please remind that the corruption indicator as dependent variable reflects the absence of corruption. The coefficient of our measure of the degree of press freedom is also negative, although not statistically significant. The coefficient of the interaction variable (DEMO×PRESS ), which is the main variable of interest in our analysis, is positive and also statistically significant. As mentioned above, we cannot interpret these coefficients independ-11 See Table 5 in section 4.6 for regressions with a full set of control variables.
Baseline results
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ently from each other, since this would mean that, for example, in the case of democracy the effect is only negative if press freedom was zero. If we insert the estimated coefficients in equation 2, the marginal effect is calculated as follows:
To illustrate that the marginal effect of democracy on corruption varies by the degree of press freedom, we plot the marginal effect in Figure 1 including confidence bands for the 10 percent significance level. of press freedom of more than 63 index points, the marginal effect of democracy on corruption is positive and significant implying that democracy is a suitable instrument to reduce corruption. In our sample there are 65 countries exceeding this value. However, in an almost similar number of countries, democracy is linked to higher levels of corruption, since press freedom is not sufficiently high enough. This finding is in line with our theoretical interpretation of the Shleifer and Vishny (1993) model, where democracy can be linked to higher levels of corruption. To sum up, our estimations imply that democracy decreases corruption in countries with a high degree of press freedom, while democracy may increase corruption otherwise. Importantly, the effects of both 12 Calculations are based on the estimation results of the baseline model [column (1) of institutional features -democratic elections and press freedom -on corruption are conditional on each other. This effect is robust towards the integration of various controls.
Let us briefly discuss the coefficients of our control variables. A country's development status, measured by the logarithm of the GDP per capita, has a significant and positive impact on the level of corruption. Higher developed countries are less corrupt than lower developed countries.
Countries with a more stable political system with higher absence of violence and terrorism are also associated with lower corruption. This effect is highly significant and goes along with the current literature [see e.g. Serra (2006)]. The last major control variable we use in the baseline regression is the dummy for former British colonies. Countries with British colonial heritage have a lower level of corruption than countries that were not a British colony.
The results presented in columns (2) to (8) 
Instrumental variable regressions
Our baseline results have to be interpreted with caution since endogeneity might bias our estimates. Corrupt politicians have an incentive to avoid or manipulate elections, and they also might pressurize journalists. Therefore, democracy as well as press freedom might be endogenous in our model. We consider this issue by using an instrumental variable (IV) approach. The problem in our case is that we need instruments for both variables -democracy and press freedom. Our instruments have to be exogenous determinants of one variable without determining the other.
The instruments are motivated by Hall and Jones (1999) , who use various correlates of Western European influence as instruments for good institutions (property rights, checks and balances, etc.).
As instruments for democracy we use the distance from the equator (LATITUDE ), dummies for Europe and Central Asia (ECA), and Scandinavian legal origin (LEGOR SC ). Our instruments for the degree of press freedom are the share of the population that speaks any major European language (EURLANG), the mean of the press freedom index of neighboring countries (PRESS NEIGHBORS ), and a dummy for French legal origin (LEGOR FR) [see also Brunetti and Weder (2003) ]. The average press freedom index of neighboring countries is used as a further instrument, since reports of foreign media may be received by the domestic population pressuring the government to increase press freedom to a similar level. Table 3 summarizes the second stage results of IV regressions. We report results of three different specifications: in column (1) we instrument democracy (and the interaction variable), in column (2) we instrument press freedom (and the interaction variable), and in column (3) we instrument 14 To make our findings comparable to the existing literature, we integrate both control variables as measures of geography [see Goel and Nelson (2010) ]. are reported in parenthesis; standard errors are calculated using White correction; ***, **, and * indicate significance at 1%, 5% and 10%, respectively. Interaction variables are instrumented.
both potentially endogenous variables (as well as the interaction variable) simultaneously. Most importantly, our major finding of a positive impact of press freedom on the effectiveness of democracy in controlling corruption holds for the IV estimates as can be seen from the second stage regressions. The F-test on joint significance of the excluded instruments in the first-stage regressions is passed in all specifications. Figure 2 plots the marginal effect of democracy on corruption as we estimate it from column (3) of Table 3 , which looks quite similar to the OLS results.
Panel evidence
In the following we perform panel estimations to make our results comparable to related studies such as Chowdhury (2004) . Note, that these regressions might be biased for two reasons: First, (2005)], and the methodology has changed to some extend [see Treisman (2007) ]. Second, the variables of interest in our analysis are persistent in the sense that there is very little variation over time (if any), and the existing variation comes from a handful of countries. In the case of the WGI index not only sources changed but also the weights assigned to them [Treisman (2007) ]. Additionally Knack (2006) puts emphasize on the problem of re-calibration of the ICRG index. Table 4 provides the results of our baseline specification using fixed and random effects in panel data.
Column (1) -(2) consider the CPI index as corruption measure, column (3) -(4) the ICRG index, and column (5) -(6) uses the WGI index. The within R 2 shows the limited explanatory power of these estimations, which is due to the low variation of variables over time. Our interaction variable is only significant in the random effects models. Here, the coefficient of the interaction variable (DEMO×PRESS ) is positive and statistically significant in support of our earlier findings. The estimation results go along with our considerations on the limited usability of our data for panel regressions. Most of the variation of our variables comes from differences between countries rather than within countries. Therefore, a cross-country setting as presented in the previous section is the more appropriate approach.
Robustness tests
Next we employ several robustness tests to ensure that our findings are not biased by omitted variables or measurement errors in the variables of interest. Table 5 summarizes the results of this exercise. The robustness tests are motivated by Chowdhury (2004) and Saha et al. (2009) which are the studies closest to ours although the interaction of democracy and press freedom is In columns (1) - (5) we include several control variables inspired by Chowdhury (2004) to ensure that our results are not biased by omitted variables. To show further resistance we integrated all additional control variables in one regression (see column 9). In columns (6) and (7) we use an alternative measure of democracy and press freedom respectively. In the results reported in column (6), we use the years of democracy since 1950 based on the Polity2 dataset as an indicator of democracy following Treisman (2000) . In column (7) we use the number of internet users per 100 people instead of the freedom of press index as alternative conditioning variable. In columns (10) and (11) we consider the ICRG corruption measure, and the sub-index control of corruption of Kaufmann, Kraay and Mastruzzi (2010) as alternative measures of corruption. All these robustness tests do not change our main finding concerning the interaction effect of democracy and press freedom.
In the previous regressions we did not consider the effect of economic freedom on corruption. Saha et al. (2009) interact the index of economic freedom with the democracy level to explain why countries with an above average level of democracy are highly corrupt (such as Argentina). They argue that high levels of democracy along with high levels of corruption accrue, because economic freedom has not been taken into account. To avoid that our results are biased because of an omitted variable we examine the robustness concerning the integration of economic freedom and its interaction effect with democracy on the perceived corruption. For this purpose, we estimate equation (1) including economic freedom and its interaction with democracy in addition to press freedom and its interaction term. Column (8) of Table 5 shows the results. This "horse race" between the two interaction variables implies, that press freedom is more important (i.e. more significant) concerning the impact of democracy on corruption than economic freedom. Furthermore the democracy index we use does not contain a press freedom component in contrast to the democracy index used by Saha et al. (2009) . Therefore it is easier to uncover which variable is crucial. Our results show that for the influence of democracy of corruption, a free press is a more important framework than economic liberty.
Summary and Conclusion
This paper studies the interaction effect of democracy and press freedom on corruption. Existing theoretical and empirical studies reveal that (1) democracy helps to reduce corruption since corrupt officials can be punished through voting out of office; and (2) press freedom increases the probability of detection of corrupt behavior thereby reducing the expected gain from corruption. Hence, the theoretical literature implies that both instruments help reducing corruption independently from each other, but the literature also suggests -at least implicitly -that both institutional features work together in decreasing corruption. For example, a free press can help to reduce information asymmetries in the principal-agent framework by Rose-Ackerman (1978) making democratic elections a more efficient instrument. Similar effects can be found in the Persson and Tabellini (2002) model and in the Shleifer and Vishny (1993) model. Consequently, democracy and press freedom should be complements in their effect on corruption rather than substitutes. The empirical test of this hypothesis is at the heart of our analysis.
Based on cross-country and panel data we show that conditionality matters in the sense that press freedom is an important conditioning variable concerning the impact of democratic elections (Vanhanen Index) on corruption. Democracy has a negative impact on the absence of corruption in countries with a low degree of press freedom, while democracy helps to reduce corruption in countries with a high degree of press freedom. Our study suggests that democratic reforms should be accompanied by a liberalization of the media to provide unbiased information to the voters which is necessary to evaluate the performance (corrupt behavior) of politicians. If there is no free press, the introduction of democratic elections in former autocratic countries might lead to even higher levels of corruption. 
